FORM VAT 305A

GOVERNMENT OF TELANGANA
COMMERCIALTAXES DEPARTMENT

REVISED SHOW CASUE NOTICE FOR ASSESSMENT OF VALUE ADDED TAX
See Rule 25 (5)

TIN No: 36894097 186/VAT/Audit Dated 02-11-2019

Sub : T VAT Act ‘05 — M/s Modi & Modi Constructions, M.G.Road -
Secunderabad - Audit conducted for the period January 2014 to June
2017 - Certain variations noticed - Show Cause Notice issued -
Dealer has failed to file certain documentary evidence — Revised show
cause notice issued - Regarding.

Ref : 1. Notification for Scrutiny of Accounts of VAT in Form VAT 304, dated
14-12-2018

2. Authorization for assessment issued in Admn 1C, dated 03-10-2019
by Deputy Commissioner (CT), Hyderabad.

3. Show cause notice issued in Form VAT 305A, dated 03-10-2019 by
the undersigned.

4. Letter filed by the dealer dated 09-10-2019.

5. Personal hearing opportunity provided on dt. 21-10-2019.

-- 000 --

M/s Modi & Modi Constructions, M.G.Road, Secunderabad are the registered
dealer on the rolls of CTO M.G.Road-S.D.Road Circle with TIN No 36894097186 and
are engaged in the business of Construction of Independent Houses/ Row Houses in
the name and style of Nilgiri Homes at Rampally village, Keesara Mandal, Ranga
Reddy District. They have opted for composition scheme under section 4(7)(d) of T
VAT Act by filing Form VAT 250, dated 20-03-2013 and paying taxes at the rate of
5% on 25% of the total consideration received.

On authorization of Deputy Commissioner (CT) Begumpet Division, the
assessee was served Form-VAT-304 to produce the hooks of accounts. Accordingly
they have filed their books of accounts and connected records for the period January
2014 to June 2017 for audit verification as under,

Copy of Form VAT 250
Sales Statement

Sample Sale deed copies
P&L Accounts.
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On verification of sample records produced, such as agreement of Sales,
Sale deed and Construction agreement it is noticed that they followed a modus
operandi that they first entering into agreement of sale with customers for
construction and selling of flats. After entering the agreement of sale, they have
executed the sale deed of semi finished flat in favour of customer for certain amount
and for completion of remaining works they have entered agreement for construction
and received remaining amount as per the initial or mother agreement. They have
paid tax @ 5% on the 25% of total consideration received under Section 4(7)(d) of
VAT Act.

In the light of the judgment in the case of M/s Omega Shelters Limited,
Secunderabad in WP No 11528 dt 24-04-2015 rendered by Hon’ble High Court of
AP, the method of tax payment under section 4(7)(d) of the Act is agreed for the post
construction after executing sale deed also. The gist of the judgment is as under :

‘If dealers engaged in the construction and sale of residential apartments,
houses, buildings or commercial complexes exercise the option, and comply
with the conditions stipulated in Section 4(7)(d) and Rule 17(4), they cannot be
denied the benefit of composition there under for the construction made by
them for the very same person, after execution of a registered deed for the sale
of a semi finished structure. Denial of the benefits of the composition scheme
under Section 4(7)(d) to such dealers, for the post-sale construction made in
terms of the initial agreement is illegal and is contrary to the provisions of the
Vat Act and the rules made there under.

However the dealer is requested to produce all Original agreements of sale,
Original Sale deeds and Original construction agreements for further
verification which were produced on sample basis at the time of audit.

In view of the above it is proposed to assess on the following under declared
tax for the period January 2014 to June 2017 as under :

1. Short payment of Tax of - Rs. 333024-00
2. Tax on under declared Turnover : Rs. 504528-00
Total - Rs. 837552-00

Accordingly a show cause notice in form VAT 305A, dated 03-10-2019 was
issued to the dealers calling their written objections if any against the proposed tax
and requested to produce documentary evidence such as aii Originai agreements of
sale, Original Sale deeds and Original construction agreements with respect to Nilgiri
Homes (independent Houses) at Rampally Village, Keesara Mandal, Ranga Reddy
District. Meanwhile as per the request of the dealer (10) days extension of time i.e.
up to 21-10-2019 was also granted to the assessee and also provided a personal
hearing opportunity on 21-10-2019, 11-00 A.M. But, so far, the assessee neither
submitted any documentary evidence as requested in the show cause notice nor
attended for personal hearing opportunity. Hence, in the said circumstances, the
undersigned has left with no other option except estimate the difference sale deed
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